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SECTION A
CONTINGENCY PLANNING

I.  GOAL

The Department's goal for the contingency planning program is
described in detail in the overview.    Simply stated, the goal is to
minimize the costs to the U.S. of future disruptions in the world
oil market.

II.  PROGRAM

By far the most effective program for reducing the cost of oil
market disruptions is the creation and operation of a strategic
petroleum reserve for the nation.

The Energy Policy and Conservation Act of 1975 authorized the
creation of a Strategic Petroleum Reserve (SPR) of up to one
billion barrels of petroleum. However, current budget authority
for the SPR is only enough to construct a total storage capacity of
450 million barrels and acquire a total reserve of about 220
million barrels, given current world oil prices. Approximately 230
million barrels of storage capacity is now ready to hold oil. This
capacity is spread among five sites in Louisiana and Texas. These
five sites can eventually be expanded to provide a total capacity of
538 million barrels.

The storage sites are easily accessible from ports on the U.S. Gulf
Coast. At the present, a fill rate in excess of 600 thousand
barrels per day is technically feasible. The U.S. currently holds
terminal contracts which limit its maximum fill rate to about 600
thousand barrels'per day. Over an extended period, the maximum
fill rate would decline as individual sites became full. The
current maximum drawdown rate from the three sites that contain oil
is about 1 million barrels per day.

The SPR now holds 91.8 million barrels of crude oil. All of this
was obtained from foreign producers and much of it was purchased on
the spot market when spot prices were below contract prices (before
the Iranian Revolution). SPR purchases ceased in March 1979 due to
tight world oil supply conditions caused by the reduction in oil
exports from Iran. The last purchases of SPR crude oil were de-
livered in August, 1979. No oil is now being purchased or delivered
to the SPR.
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